
 
 
 
October 17, 2007 
 
Mr. David Ikari, Chief 
Dairy Marketing Branch 
California Department of Food and Agriculture 
560 J Street, Suite 150 
Sacramento, CA 95814 
 
RE: October 10-11, 2007 Class 4a and 4b Hearing -- Post Hearing Brief 
 
Ms. Hearing Officer and Members of the Panel: 
 
Hilmar Cheese Company, Inc. appreciates the opportunity to submit the following post-
hearing brief to amplify portions of our testimony presented in Sacramento on October 
10th and 11th, 2007.  The paragraphs that follow build on the propositions that we put 
forth in our testimony. 
 
The current high regulated 4b price has created a very disorderly marketing situation.  
The combination of too high regulated price and classified prices (different prices for 
different uses of the same product) would devastate and ultimately cripple any 
agricultural industry - beef, strawberries, grapes, almonds or milk.  This combination 
(which now exists) has created very disorderly marketing of raw milk in the State of 
California. 
 
 
The Compromise  
 
The "compromise" that the panel continually asked about during the hearing happens 
all the time as cheese plants pay premiums based on milk protein levels and the various 
end products that the cheese plants produce.  The dairymen trade associations and the 
cooperatives that have no cheese processing simply want to regulate and force higher 
payments into the pool so that some of the whey values get redistributed to them.   
 
The compromise is to eliminate the whey factor so that cheese plants and their suppliers 
can negotiate market-based premiums that go directly to those supplying the cheese 
plants - be they individual producers or coops.  As you know, our internal pay system, 
known as Market Basket is based on individual dairies’ milk components and product 
pricing derived from those markets we participate in.  Our Market Basket milk pay price 
already effectively reaches this compromise, if the regulated price is low enough.  By 
maintaining the whey factor in the regulated price, CDFA has regulated and pooled key 
economic signals to the extent that milk is not clearing the market (too much milk and 
not enough plant capacity).  The only way this can be rectified is to let the market 
establish market clearing prices for milk.  To do this the DIC proposal must be enacted.  
HCC has always led the way in market based milk payments, but we have stopped 
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paying premiums to a large extent as the regulated price has been far in excess of our 
market-based milk pay price.   
 
Below we provide two graphs.  The first depicts the amounts that our Market Basket 
payment has been either over or under the regulated 4b price for the last 33 months.  On 
this graph, if our market basket payment was under the regulated price, we had to pay 
the regulated price, which was above our price – and we paid no premiums.  The 
amount we had to pay in excess of our Market Basket price during this 33 months 
totaled approximately $49,000,000 or an average of $1,500,000/month. 
 

Market Basket less Current 4b (3.72/3.30/8.80)
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The next graph shows what our Market Basket payment would have looked like had the 
DIC proposal been in effect.  This graph shows a pay price above the regulated price and 
effectively means that we would have paid premiums above the regulated price 
throughout this period.   
 

Market Basket less DIC 4b (3.72/3.30/8.80)
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The dairy trade associations and coops without cheese processing want to regulate 
premiums into the pool so they can control the payments. Once they control the 
payments the market will not work.  CDFA must lower the regulated price: 
  

1.  To let the market work with appropriate economic signals between a buyer and 
a seller so that the market is cleared in a more orderly fashion through over-
minimum payments that reflect market conditions and connects the milk 
suppliers of cheese plants to cheese plants, as key suppliers should be, rather 
than having market signals go into the pool and disappear to those who are not 
investing. 

  
2.  To send the signal that CDFA is not the end all in establishing milk prices.  If 
CDFA made this clear by lowering the regulated price, there would be 
"compromise" immediately as coops and milk suppliers would come to 
agreements with their customers.  As long as coops, trade associations and 
dairymen think CDFA establishes final prices, they will keep coming to CDFA to 
solve their problems. 

  
The compromise is for CDFA to role back the regulated price and encourage coops to 
actually market milk, rather than ask CDFA to do it for them.  Minimize the regulated 
price and push us to be marketers.  It may be "tough love," but it is what we need. 
 
 
Milk Over-supply Additional Information 
 
The attached file offers excerpts from internal documents showing comments on 
oversupply of spot milk in California this year. 
 

4b CDFA Hearing 
Brief Log 07.doc  

 
Cheese Market News Article 
 
The attached file includes a copy of an article we wrote for Cheese Market News dated 
10/12/07. 
 

CMN Guest Columnist 
article 10-2007.pdf  
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Documentation of 2007 processing capacity issues 
   
2/2/07  The floodgates opened up this week from spot suppliers.  I turned down milk 
from -----, ----- (first call all year from them), -----, and ----- for UF.  This change sounds more and 
more like last year's early flush.  
 
2/16/07  Spot milk availability continues to grow.  I received calls from just about 
everybody this week.  Fortunately, with components falling we had an appetite for more.  Will 
purchase 70 spot loads this week (-----, -----, -----, -----) and 46 loads next week (-----, -----, -----).  
 
3/30/07  Spot availability is widespread between the flush season and holiday plant 
schedules.   
 
4/3/07  Getting calls from ----- shippers who aren't getting their milk picked up. 
 
4/18/07  Spot milk continues available with calls this week from -----, -----, and -----. 
 
4/20/07  Spot milk is very available.  
 
4/24/07  Spot milk is still available.  
 
4/27/07  Spot availability seems as strong as ever.   ----- has contacted me 2 weeks 
running looking to place UF.  
 
5/18/07  Spot milk availability is good ---------. 
 
5/22/07  Spot availability is strong going into Memorial Day weekend.  We'll be giving help 
to -----, -----, -----, ----- and ----- over the weekend.  
 
5/25/07  Spot availability is predictably strong from holiday weekend although -----, heavy 
class 1 supplier, canceled their need for help.  We'll be taking loads from -----, -----, -----, and ----- 
during the week.  
 
6/1/07  Spot milk is still very available.  Some bottlers didn't need help but some did 
which I had to turn away.  We'll not be purchasing any spot milk next week.  
 
6/5/07  Spot availability still appears strong. 
 
6/6/07  Spot availability unchanged with calls nearly daily looking for homes. 
 
6/7/07  Spot availability seems to be picking up.  ----- is having ----- plant problems. 
 
6/8/07  Spot availability still strong.  Will be purchasing no spot loads ---------- next week. 
 
6/11/07  Spot load offers have come from -----, -----, and ----- since the weekend all with 
plant issues. 
 
6/12/07  Spot availability MUST be strong since no one could take any from us last couple 
days. 
 
6/14/07  Spot milk still available.  
 



6/15/07  Spot availability continues strong.  Receiving calls almost daily - mostly from fluid 
handlers. 
 
6/22/07  Spot availability is picking up.  Had multiple calls last couple days.  ----- 
dispatcher said they "still have plenty of milk" despite the heat.  
 
6/29/07  Spot milk seems about the same.  Plenty of holiday availability plus ----- 
mentioned they are seeing a "mini-flush." 
 
7/9/07  Spot availability continues strong with calls from ----- and -----.  
 
7/10/07  Spot availability is still strong seemingly as no one has been hit by the heat. 
 
7/11/07  Spot availability appears to be staying strong.  Still getting at least 1 call per day. 
 
7/12/07  Spot load availability came on strong today getting calls or emails from 
everybody.  Seems heat wasn't so bad and/or demand not so good.  
 
7/13/07  Spot availability is unchanged - got more calls today.  
 
7/16/07  Spot availability is still strong.  On top of getting calls from everyone last Thur & 
Fri, today ----- called asking for help after their evaporator was down most of the weekend. 
 
7/17/07  Spot availability continues strong amplified this week by -----'s continuing plant 
problems. 
 
7/18/07  Spot availability still good.  
 
7/19/07  Spot availability still strong with renewed phone calls today. 
 
7/20/07  Spot availability still strong. 
 
7/24/07  Spot availability is very strong.  Getting calls nearly everyday.  Mel reported 
backups at many ------supplied facilities and ----- reported today they are dumping milk.  
 
8/9/07  Spot availability continues strong but less frantic.  Not hearing of milk on the 
ground since last week's heat.  
 
8/10/07  Spot availability - still lots. 
 
8/14/07  Spot availability still strong.  Everybody's got extra. 
 
8/17/07  Spot availability still very high. 
 
8/21/07  Spot availability has lessened but still strong. 
 
8/27/07  Spot availability still strong.  Despite the heat, ----- and ----- are still full. 
 
9/5/07  Spot availability while removed this week due to the heat is picking up for next 
week.  Received a couple calls already for next week.  
 
9/11/07  Spot availability is back to being very high.  ----- continues to be backed up from 
last weekend plant issues and now ----- has USDA on-site at -----.  In addition, ----- phoned about 
this coming weekend already.  
 



9/14/07  Spot availability is still strong.  There were calls turned away even after buying 24 
spot loads for next week.  
 
9/18/07  Spot availability continues strong.    I've already gotten a call from ----- regarding 
next week 
 
9/27/07  Spot availability is still strong.  Getting calls from the usual folks. 
 
10/12/07 Spot availability jumped this week with plant outages at -----, -----, and ----- 
cheese.  Turned down ----- and -----. 
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